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In multi-asset portfolio analysis framework, in addition to the single asset returns 
and volatility of such moments, the returns and risk also depends on the correlation 
between each asset in the portfolio. The higher-order co-moments such as 
co-skewness and co-kurtosis are also systemic risk measure which cannot be ignored. 
In Bakshi etc. (2003) and other scholars’ research framework, this paper extract 
implied high-order total moments, implied co-moments (including implied correlation) 
and idiosyncratic moments with Taiwan options market data. This paper inspects their 
characteristic differences, discusses their respective prediction effect of related 
realized moments, and combined with the actual moments information, respectively to 
investigate the information content and influence factors differences of the 
corresponding high-order moments risk premia, correlation risk premia, co-moments 
risk premia and idiosyncratic moment risk premia. On the basis of above research, we 
further build correlation and co-moments trading strategies. 
In this paper, the research results indicate that: (1) In comparison of skewness 
and kurtosis, the tendency and statistical characteristics of the implied volatility and 
the actual volatility are more consistent. The fluctuation of co-skewness and 
co-kurtosis is much more severe than covariance. The introduction of more market 
information prediction effect is better than using single market information. (2) The 
total moments: there exits respective independent driving factors in the volatility, 
skewness, kurtosis risk premia. The skewness risk premia is independent to the other 
two. The volatility and kurtosis have a certain information fusion between their risk 
premia. In different industries, risk of skewness and kurtosis only has significant 
explanatory power on the sectional pricing information. While volatility risk pricing 
can be significant in all circumstances. The co-moments: covariance risk can be 
significantly priced no matter what circumstances. The co-skewness and co-kurtosis 
risk save a certain differences on the sectional pricing information. Introduction of 















they can provide different information content from the volatility risk. Co-moment 
models’ significance and pricing efficiency and the test result is similar to the total 
moments. The idiosyncratic moments: idiosyncratic volatility risk can be effectively 
priced in any case. The idiosyncratic skewness and idiosyncratic kurtosis risk only 
have a certain significant explanatory power on the sectional pricing information. On 
the level of industry index excess yield, it is dominated by general market information; 
while on individual stocks excess yield level, it is dominated by industry idiosyncratic 
information. (3) The variance risk premia of the market portfolio both reflects the 
variance risk premia of individual stocks, but also reflects the correlation risk premia. 
The skewness (kurtosis) risk premia of the market portfolio is not only influenced by 
skewness (kurtosis) risk premia of stocks, but also by co-skewness (co-kurtosis) risk 
premia. The implied skewness of index not only depends on individual stocks 
skewness, also depends on its implied co-skewness. The existence of correlation risk 
does have a significant impact on the second-order, third-order and fourth-order 
moments risk premia; so as to affect the returns and risk of portfolio measurement, etc. 
In asset allocation, therefore, it is necessary to focus on the correlation of risk among 
stocks and be included in the portfolio risk management considerations. (4) On 
average, the market heterogeneity, volatility, sentiment are the main factors of high 
order co-moment risk premia. Liquidity is due to factors such as market sentiment and 
the market heterogeneity; its information is contained in market sentiment and 
heterogeneity. Correlation risk mainly affects the co-moments part; and its impact on 
idiosyncratic moments is relatively weak. The public factors are the potential impact 
factors which cannot be ignored and are independent of the market factors, sentiment, 
liquidity and heterogeneous beliefs. It needs to introduce the risk aversion, and 
macroeconomic variables. 
Correlation trading strategy: If establish pure short correlation strategy with long 
term options, it is better to trade directly with the launch date of the new options 














options is significantly better than that of the medium and long term situation. The 
strategy effect with at the money options is better than that with in the money and out 
of the money options.The strategy compared with the benchmark index: the implied 
correlation is better than model prediction correlation. There deposits large 
misjudgment probability based on historical information. The strategy effect with 
at-the-money options is still better than that with in-the-money and out-of-the-money 
options; and short term situation is superior to that of the medium and long term 
situation. The strategy based on its distribution of directional trades show that build 
short correlation strategy is more profitable. The strategy effect with at the money 
options is still better than that with in the money and out of the money options. The 
strategy with out-of-the-money options portfolio has minimum construct cost and 
yields well, but its accumulated earnings are just ordinary. The strategy with 
in-the-money options portfolio has maximum construct cost, but yields and the 
cumulative gains are relatively minimum. 
Co-moments trading strategies: Regardless of the total moments, co-moments 
and idiosyncratic moments, and no matter historical moments or implied moments, 
the volatility is significantly negative with group yields. The differences of historical 
moments and implied moments mainly reflected in the higher-order co-moments such 
as co-skewness and co-kurtosis. The historical covariance and co-skewness strategies 
perform better in stabilization period. The advantage of implied co-moments is their 
robustness in trading strategies. The effectively reflection of options market 
information depends on the market’s matures, evolution and ascension trading 
activity.  
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